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EACH time the Prime Mnister visits China, one can expect a stack of
menor anda of under standi ng (MoUs) between Ml aysi an and Chi nese conpani es.

Set up in grand and opul ent hotels or trade centres, Ml aysian
busi nessnen woul d duly sign such undertakings with their Chinese
counterparts, very often with Datuk Seri Dr Mahat hir Mhanmad at the
forefront of cerenobnies. The events woul d al so receive prom nent coverage
in the business sections of Ml aysi an newspapers.

But not all MUs have progressed fromunderstanding to action. |nstead,
sonme conpani es, after signing them have abandoned all investnment plans in
Chi na.

Wiy t he hype over MoUs then? And why are there no studies done to follow
up on the progress of MUs?

Si no- Mal aysi an Chanbers of Commerce and Econony's president Tan Sri Ngan
Chi ng Wen says: "~ Sonetines Ml aysi an conpani es have ulterior notives in
announcing plans to invest in China.'

Wth MoUs usually conmes a surge in share price at the Kuala Lunpur Stock
Exchange. A source says sone investors have no intention at all to invest,
but only want to have the opportunity to be photographed with the Prine
M ni ster.

Is it common for MoUs to be signed but not followed up on?

It may be true to sone extent, adds the source, especially if the
busi ness partnership does not work out, or when the Ml aysi an conpani es,
after conducting feasibility studies, realise that their investnents are
| ess lucrative than expected. Some cite a sudden hike in investnent costs
as the reason for abandoni ng an MU.

However, China's Commercial and Econom ¢ Counsellor to Ml aysi a Zhang
Yi ngwen says: ~MoUs are not equal to a contract.' According to him it can
be quite normal for MoUs to be signed but | ater del ayed or cancelled
al t oget her.

However, there are cases where MoUs were signed at |ocal and provincial
Il evels in China but later cancelled for failing to neet conditions of the
central governnent.

However, Zhang asserts: ~No MoUs have been cancell ed by the central
government of China. Instead, sone foreign investors may have a | ack of
under standi ng of our rules and regul ati ons. Perhaps that m ght cause sone
MoUs to be signed but not take off.'

Still, one cannot deny the fact that some Mal aysi an conpani es have nade
it bigin China. Seven made the list of China's Top 500 Foreign-invested
Enterprises (1999-2000). Sonetines, such operations have even surpassed
t he perfornmance of compani es back hore.

The tabl e below lists a handful of Mal aysi an conpani es that have nmade a
significant leap into China. There may be many nmore conpani es but their
operations may not be substantial or the investnments may be through third
parties. It is also difficult to trace each and every Ml aysi an conpany in
China as investors are known to enter the country indirectly through Hong
Kong, Taiwan or Si ngapore.
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